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New U.K. Economic Measurés 


The British Chancellor of the Exchequer outlined 
in the House of Commons on January 29 a further 
set of measures to meet the present financial crisis. The 
measures can be grouped under three headings: to in- 
crease exports, to reduce imports, and to curtail gov- 
ernment expenditure. 

In an effort to increase export availabilities, domestic 
supplies of bicycles, motorcycles, radio and television 
sets, refrigerators, washing machines, vacuum cleaners, 
sport goods, and other goods will be limited to two thirds 
of last year’s total. Only 60,000 cars and 60,000 com- 
mercial vehicles wil be released to the home market, 
compared with 110,000 and 100,000, respectively, in 
1951. These physical controls will be reinforced by 
installment purchase restrictions. A new Board of Trade 
Order to this effect fixes minimum initial payments of 
25 per cent for bicycles and 33-1/3 per cent for all other 
domestic appliances covered, with a maximum payment 
period of 18 months (12 months for bicycles). The 
Chancellor announced that the Government intended to 
reduce total domestic deliveries of plant, machinery, and 
vehicles for civilian use so that they would be some 
£150-200 million, at current market prices, below the 
1950 level. On the average, this would mean a cut of at 
least one sixth, and should release considerable resources 
for export. 

The cuts of £350 million in external spending an- 
nounced in November 1951 will be strengthened by 
further savings of about £150 million. This involves 
further reductions in food imports, and a reduction of 
£22 million in expenditure on tobacco. By a re-arrange- 
ment of stocks and by other methods it is hoped, how- 
ever, to avoid any major cut in domestic supplies of 
tobacco. The precise nature of other import cuts was 
not stated, but the Chancellor announced that the foreign 
travel allowance, which had been reduced to £50 per 
person per annum in November, will be lowered further 
to £25 (£15 for children). The car allowance is also 
reduced, the regulations regarding the purchase of travel 
tickets against sterling are tightened, and travelers will 
be allowed to take only £5 in notes out of the country 
(incoming travelers can still bring in £10 in notes). 
These measures are expected to yield a saving of £12.5 
million. The Chancellor rejected gasoline rationing be- 
cause the saving on this score would have been largely 
offset by the administration expenditure it would have 
necessitated. No action could be taken at present on 
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expenditure on foreign films, the dollar cost of which is 
running at £9 million a year, because the agreement with 
U.S. film interests runs until September. Coal purchases 
from the United States will be reduced, with a saving of 
£2.5 million. 

The Chancellor stated that, leaving aside defense, civil 
defense, and other quasi-military items, other govern- 
ment expenditure would be held in the coming financial 
year to roughly its present figure, despite a 10 per cent 
rise in wages and prices. As a result, government civil 
expenditure would fall from about 15 per cent to 134% 
per cent of the gross national product. The Civil Service 
would be reduced by 10,000 persons in the next six 
months, at a saving of £5 million. Expenditure on gov- 
ernment information services would be reduced by £1.2 
million. The school age would not be changed, but 
administrative economies would be introduced. The 
ceiling of £400 million on the National Health Service 
would be maintained, but a charge of 1 shilling on each 
prescription, and of £1 (or the full cost if less) on dental 
services, would be imposed. These measures will bring 
in £12 million and £7.5 million, respectively, in a full 
year. 

The Chancellor also spoke of the need for strengthen- 
ing sterling, and of the recent discussions of the Com- 
monwealth Finance Ministers. He stated that the deficit 
of the sterling area with the rest of the world had been 
running at an annual rate of £1,450 million in the second 
half of 1951. Each country would take appropriate meas- 
ures to ensure that the area as a whole would be in 
external balance in the second half of 1952. As far as 
the United Kingdom itself was concerned, the aim is to 
reduce by then its deficit with non-sterling area countries 
to £100 million, and to maintain a surplus of at least 
£100 million with the rest of the sterling area, ensuring 
thereby an over-all balance. 

In the debate which followed the Chancellor’s state- 
ment, Mr. Gaitskell generally supported the external 
measures which the Government proposed in order to 
correct the drain in the reserves, though he questioned 
the wisdom of the announced intention of drawing down 
stocks. The new charges on the health service were at- 
tacked, however, since in the view of the Opposition these 
could have no effect on the balance of payments situation. 
Mr. Attlee stated that the fundamental problem of the 
sterling area was the small size of the monetary reserves; 
he pointed out that “even in 1938 there was a bigger 
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outflow from our reserves than at present, but we had Sources: The Times, January 30 and 31 and February 1, 


reserves that met it and in due course the matter righted 
itself.” 


1952, and The Economist, February 2, 1952, 
London, England. 


Rumanian Monetary Reform 


The Rumanian Government announced on January 27 
a drastic monetary reform, pegging Rumanian currency 
to the Russian ruble which it declared “the world’s most 
stable currency,” in contrast to the U.S. dollar which was 
described as “an unstable currency with a systematically 
declining purchasing power.” Effective January 28, the 
exchange rate is 2.80 lei to one ruble. Corresponding 
to the rate of 4 rubles to the U.S. dollar, the Rumanian 
exchange rate is thus 11.2 lei, compared with the pre- 
vious rate of 150 lei. At the same time both wages and 
prices were reduced by 80 per cent. In addition, it 
seems that there were price reductions of individual 
consumers’ goods beyond the general 80 per cent reduc- 
tion, so that the purchasing power of wages probably 
increased somewhat. Thus, while in terms of the ex- 
change rate the new value of the leu is more than 13 
times the old value, the real internal purchasing power 
of the new leu is only somewhat more than 5 times that 
of the old. 

The old leu ceased to be legal tender at midnight, 
January 27, and the exchange of new lei for old had to be 
made within four days through the National Bank. Bank 
notes not turned in for new currency in that period were 
to be void. The cash holdings of private individuals and 
firms were to be exchanged at the rate of 100 to 1 for 
the first 1,000 lei, at the rate of 200 to 1 for the next 
1,000, at the rate of 300 to 1 for the third 1,000, and 
for all sums over 4,000 at the rate of 400 to 1. Private 
bank deposits were exchanged at rates about twice as 
favorable as those applied to cash. 

The reform wiped out large cash balances accumulated 
during the long period of inflation, which brought into 


existence a wide black and partly free (kolkhoz) market 
with prices several times higher than the controlled prices. 
The existence of such uncontrolled markets, which were 
especially important for agricultural products, enabled 
peasants to resist the collectivization and forceful col- 
lection of their produce. Therefore, the reform will 
strengthen the control of the state and permit more vig- 
orous prosecution of communist social aims. 

The Rumanian monetary reform and the appreciation 
of the currency follows similar measures in the U.S.S.R. 
in December 1947 (see this New Survey, Vol. II, p. 261) ; 
and the technique closely resembles that in the Polish 
reform of October 1950 (see this News Survey, Vol. III, 
p. 142). Exchange rates in the Soviet bloc countries 
have no significance for foreign trade. Prices for such 
trade are negotiated and, as a rule, correspond more to 
world market prices than to any relation between domes- 
tic U.S.S.R., Polish, or Rumanian prices. Trade trans- 
actions with Western countries are concluded at world 
market prices. Exchange rates are relevant only for 
foreign visitors. Under the assumption that the old 
exchange rate of 150 lei to the U.S. dollar corresponded 
to the actual purchasing power in relation to Western 
countries, the recent appreciation and change of prices 
overvalue the leu by about 160 per cent. The actual over- 
valuation is greater, however, because the old exchange 
rate was already too high, in terms of foreign currency. 
There is similar overvaluation of the Soviet ruble and the 
Polish zloty. Therefore, the new Rumanian rate seems 
to correspond to the purchasing power of the currency, 
as measured by the cost of living, in Poland and the 


U.S.S.R. 


Changes in Indonesian Exchange System 


The Indonesian Government on February 4 announced 
new exchange rates for the rupiah and abolished the 
exchange certificate system which was introduced in 
March 1950 (see this News Survey, Vol. II, p. 277). 
The new rates are 11.40 rupiah to one U.S. dollar, 31.7 
rupiah to one pound sterling, 3.3 rupiah to one Dutch 
guilder, and 3.75 rupiah to the Straits dollar. Under 
the exchange certificate system, three separate exchange 
rates for the U.S. dollar had been maintained: the offi- 
cial rate of 3.80 rupiah, the exporters’ rate of 7.60 
rupiah, and the importers’ rate of 11.40 rupiah. Free 
or black market rates have been much higher than the 
highest of these rates; in Djakarta, the black market 
rate actually reached 16 rupiah per U.S. dollar. 

The abolition of the exchange certificate system was 
recently recommended by Dr. Hjalmar Schacht who 


had been invited by the Indonesian Government to survey 
its economy and recommend measures for economic sta- 
bility (see this News Survey, Vol. IV, pp. 217-218). The 
setting of the official rate at 11.40 rupiah to the dollar 
means a consolidation of the multiple rates at the highest 
level previously permitted. Exporters will receive more 
for their foreign currency earnings, but the increase will 
be largely offset by new export duties, which have been 
imposed on most exports except economically “weak” 
products, such as tea and tobacco. Meanwhile, imports 
from the dollar areas will be greatly curtailed, especially 
American luxury items. Licenses for dollar imports will 
be granted only to those who prove that they had exported 
to dollar areas for a similar amount. 


Source: The Journal of Commerce, New York, N. Y., 
February 4, 1952. 
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Canadian Issue of International Bank Bonds 









































2, A new 4 per cent bond issue of $15 million maturing 
in 10 years has been announced by the International 
Bank for Reconstruction and Development. The issue 
is being offered at par through a Canada-wide syndicate 
et of investment dealers and chartered banks, and consti- 
Ss, tutes the first public financing in Canada by the Inter- 
re national Bank. The Bank of Canada will act as fiscal 
ed agent, and interest and principal are payable in Canadian 
ol- funds only. A sinking fund is to be provided for the 
ill issue sufficient to retire a third of it by maturity. 
ig- Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
on February 5, 1952. 
R. — Diamond Sales 
)3 Diamond sales made through the Central Selling Or- 
ish ganization on behalf of South Africa and other producers 
Il, reached a record level of £65.1 million in 1951; they 
ies were £50.9 million in 1950 and less than £30 million in 
ich 1949. Of the 1952 total, gem diamonds accounted for 
to £A6.8 million and industrial diamonds for the remainder. 
es- The high total was brought about largely by the hoard- 
ns- ing demand in a year of world uncertainties, the strongly 
rid increased demand for industrial stones arising from re- 
for armament programs, and a price rise of some 15 per 
old cent imposed last March. 
ded Source: The Times, London, England, January 14, 1952. 
ern 
ices Europe 
ver- — French “Barter Deals” 
nge The official French news agency “France-Presse” has 
acy. issued a statement on so-called “barter deals” in France, 
the in which it is pointed out that since the liberation there 
ems — have always been some compensation transactions with 
ncy, most countries. The transactions have not covered tra- 
the — ditional French exports, but only a limited number of 
products and commodities, and they have never repre- 
sented more than one per cent of French external trade. 
They have included, for example, transactions on cotton 
rvey waste between France and the United States, and on 
sta- — certain categories of fibers which by their nature could 
The — not be included in any import-export program. Other 
ollar examples are olive oil from Tunisia or canned sardines 
shest § from Morocco. 
more Under compensation of this kind, there is a “tied” 
_ will }| deal between the exporter and the importer who wants 
been | to buy a certain product even if he has to pay an ex- 
eak” | change premium from which the exporter will benefit. 
ports The transaction must be considered a financial compen- 
cially sation between the buyer and the seller. The official 
; will | settlement and the surrendering of exchange are effected 
orted | at the legal rate of exchange as applied by the Stabiliza- 
tion Fund. This special procedure, applied to a limited 
L number of commodities, is subject to the authorization 





of a committee on which are represented the ministerial 









departments interested in external economic relations. 
Because of the growing difficulty in exporting, the 
committee has been receiving for several weeks an in- 
creasing number of applications for compensation trans- 
actions; however, the Ministry of Finance has been 
reluctant to permit the approval of these applications. 
Source: Le Monde, Paris, France, January 22, 1952. 


Loan Issue in Belgium 

Belgium’s Société Nationale de Crédit a l’Industrie has 
issued a 41% per cent loan of Bfr 1 billion, the proceeds 
to be used for increasing the output and efficiency of 
Belgian industry. Subscription lists opened on January 
15. The issue price is 96 per cent and the bonds have 
been offered with denominations of Bfr 1,000, Bfr 5,000, 
Bfr 10,000, and Bfr 50,000. One thirtieth of the loan 
will be redeemed by lot at the end of each of the first 
nine years after the issue of the loan; the balance will 
be repaid at the end of the tenth year. Redemption will 
be at par during the first four years, at 102 per cent 
in the fifth and sixth years, and will reach 105 per cent 
in the tenth year. The Company reserves the right to 
redeem the bonds in advance, as from 1957, at premiums 
corresponding to the prescribed redemption rates. In- 
terest and redemption payments are guaranteed by the 
Belgian Government. 
Sources: Agence Economique et Financiére, Brussels, 

Belgium, January 13 and 14, 1952. 

Swedish Wages 

A new preliminary agreement on wages, reached by 
Sweden’s central national organizations of workers and 
employers, recommends that the members of the central 
organizations apply the agreement when the contracts for 
the various trade unions are negotiated. The agreement 
calls for an 8 per cent increase in wages for men and 
10 per cent for women. The wage increase is expected 
to raise the general price level by 3 per cent, making 
the improvement in real wages some 5 and 7 per cent. 

In addition, there is a guarantee clause covering rules 
for opening further negotiations this summer and fall 
if the cost of living index exceeds the December 1951 
level by more than 5.9 per cent. 
Source: Sverige-Nytt, Stockholm, Sweden, January 29, 

1952. 


Swedish National Income Estimates 

A preliminary estimate of Swedish gross national 
product in 1951 is SKr 38 billion (US$7.3 billion) ; in 
1952, measured at constant prices, it is expected to be 
3 per cent higher than in 1951. The national budget 
commission stresses that the basis for these estimates is 
more uncertain than usual, mainly on account of the 
wage negotiations this spring and also because informa- 
tion concerning inventories is inadequate, and produc- 
tion may be affected by the bottlenecks created by scar- 
cities of certain raw materials. Foreign exchange difii- 
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culties in some European countries may also lead to 
some reduction in the demand and prices for Swedish 
export products. 

There was a surplus of SKr 710 million on current 
transactions in the balance of payments in 1951. During 
the year, Sweden’s terms of trade improved by 22 per 
cent, and Sweden’s gold and foreign exchange holdings 
increased by SKr 1.2 billion, about one third of this 
increase being in Latin American currencies. There is a 
large degree of uncertainty in the 1952 balance of pay- 
ments estimates, mainly in connection with export prices. 
The estimate for the anticipated surplus ranges between 
SKr 975 million, corresponding to a 14% per cent im- 
provement in the terms of trade, and SKr 160 million, 
corresponding to a deterioration of 6 per cent. 

Total investments in 1952 are estimated, at constant 
prices, as some 5 per cent above those in 1951. Since 
inventories are expected to increase less than last year, 
resources will be available for an increase in consumption, 
an increase in the foreign exchange reserves in excess 
of what has been estimated, or larger investments than 
estimated. The use of these additional resources will, 
to a large extent, be decided in the coming wage nego- 
tiations. 

Source: Sverige-Nytt, Stockholm, Sweden, January 15, 
1952. 


German “Foreign Exchange Working Funds” 

The German Federal Ministry for Economic Affairs, 
in a regulation effective January 1, 1952, has made 
certain changes in the “foreign exchange working funds” 
arrangement instituted last June (see this News Survey, 
Vol. IV, p. 75). The arrangement was intended to pro- 
vide an “elastic and short-term procedure” for assisting 
export industries to cover their marginal requirements 
for foreign raw and auxiliary materials. Designed as an 
interim solution effective from June 25 to December 31, 
1951, the foreign exchange working funds were to be 
provided from a certain percentage (initially 3 per cent 
and later 4 per cent) of the exporters’ net export pro- 
ceeds during this period. Subsequently, the amount of 
working funds was to be based on the net export pro- 
ceeds of a certain base period. The regulation issued in 
January incorporates two essential changes: (1) the 
idea of a base period is abandoned, so that the level of 
the working funds continues to be based on current 
export proceeds; (2) the calculation is to be made in 
the future on the basis of 4 per cent of gross export 
proceeds. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 22, 1952. 


Middle East 
Israel’s Balance of Payments 
Preliminary estimates indicate that Israel’s imports 
and payments of foreign debt in 1951 amounted to $334 


million, of which only $56 million was covered by visible 
and invisible exports. The deficit was covered as follows: 
$33.6 million from the Export-Import Bank loans, $61 
million from the sale of bonds in the United States, 
approximately $50 million by gifts through the various 
funds, $36.4 million from the release of the last sterling 
balances, $14 million from the sale of Israeli-owned 
British securities, and $28 million by loans from French, 
Swiss, Belgian, and Swedish banks. The balance was 
covered by private remittances and imports without 
payment. 

Source: Middle East Economist and Financial Service, 

Forest Hills, N. Y., January 1952. 


Israel Bond Drive 

The first Israel bond issue floated in the United States 
resulted in total subscriptions amounting to $101,647,300 
as of December 31, 1951. Approximately 287,000 people 
bought bonds, and cash received from them was 
$54,100,000. 
Source: Israel Office of Information, /srael Digest, New 

York, N. Y., January 18, 1952. 


Syro-Lebanese Trade 

Syro-Lebanese trade during the first nine months of 
1951 shows a balance in favor of Syria of LL 25.8 mil- 
lion (LL 2.2 = US$1), compared with LL 21.4 million 
in the previous nine months. Despite this development, 
the value of the Syrian pound in terms of Lebanese cur- 
rency has declined substantially. Early in 1951, the 
Syrian pound was selling at a premium of 7 per cent 
over the Lebanese pound; it now sells at a discount of 
about one per cent. The main reason for this decline is 
probably the large expenditures of Syrian tourists in 
Lebanon during the summer of 1951. Moreover, Lebanon 
does not consume internally all of its imports from Syria, 
but normally re-exports a large proportion of them, 
mainly cotton and wool. On the other hand, all Lebanese 
imports into Syria are for domestic consumption. 
Source: Le Commerce du Levant, Beirut, Lebanon, Janu- 


ary 26, 1952. 


Exchange Regulations in Lebanon 

In terms of a decree dated January 9, 1952, all travel- 
ers, whether residents or nonresidents, are authorized to 
bring into or take out of Lebanon any amount of Leb- 
anese or foreign bank notes without having to make 
any declaration. 
Source: Le Commerce du Levant, Beirut, Lebanon, Janu- 

ary 16, 1952. 


Abolition of Turkish State Monopolies 

The manufacture of matches in Turkey will be turned 
over to private enterprise as soon as the Government’s 
bill to this effect is passed by the Turkish Parliament. 
The transfer of other state-operated enterprises, such as 
the manufacture of alcoholic beverages and the transfer 
of 49 per cent of state-administered merchant shipping 
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to private corporations, has already been put into effect. 

The intention of the Democratic Party Government is to 

limit state operations to fields that are not readily favored 

by private firms. 

Source: Turkish Information Office, News from Turkey, 
New York, N. Y., January 31, 1952. 


Iranian Price Level 

Between September 1950 and September 1951 the 
Iranian cost of living index rose from 665 to 718 
(1937 == 100). The 10 per cent rise within a year has 
been ascribed to the general rise in world prices. Official 
figures indicate that there has been almost no increase 
since the nationalization of the oil industry. 

Source: Middle East Economist and Financial Service, 
Forest Hills, N. Y., January 1952. 
Jute Industry in Pakistan 

Pakistan has ordered 3,000 new jute mill looms, in 
addition to the 3,000 looms recently ordered in Britain. 
The Government aims to set up, within ten years, mills 
with a capacity of 15,000 looms. 

At present, only 50 or 60 jute looms are working; 
by next spring, the number will be around 200; and it 
is planned that all of the first 3,000 looms recently 
ordered will be working within the next eighteen months 
or two years. The entire 6,000 now ordered are expected 
to be in full use by 1955. In the meantime, steps are 
being taken by the Government to meet the shortage of 
technicians and supervisory staff in the new industry. 


Source: Dawn, Karachi, Pakistan, December 20, 1951. 


Far East 
India’s Food Budget 
India’s food budget for 1952-53 will be about Rs 2,100 
million (US$441 million). This estimate, which covers 
imports, freight, and subsidies, is based on the assump- 
tion that imports will not exceed 5 million tons and that 
prices will not be higher than they were in 1951-52. 
India’s import program, which is not yet finalized, 
assumes the receipt of 1 million tons of wheat and milo 
from the United States under last year’s loan agreement 
and 1.42 million tons of wheat under the International 
Wheat Agreement. For the remaining amount of food 
to be imported, India is exploring the cheapest available 
sources of supply. It is hoped that China, together with 
Thailand and Burma, will provide the needed rice imports. 
Source: The Statesman (Overseas Edition), Calcutta, 
India, January 26, 1952. 


Proposed Bill Market in India 

The Reserve Bank of India, in consultation with rep- 
resentative bankers, has evolved a scheme to create a 
bill market in India, which will be introduced imme- 
diately as an experiment during the current busy season. 
According to this scheme, advances in the form of 
demand loans will be granted to the commercial banks 
upon their executing demand promissory notes and upon 


the collateral of usance promissory notes of their con- 
stituents, covering bona fide trade transactions. It would 
be necessary for the commercial banks to convert at least 
a portion of the demand promissory notes obtained by 
them from their customers in respect of loans, over- 
drafts, and cash credits granted to them into usance 
promissory notes maturing within 90 days. The interest 
rate on these advances will be 1% per cent less than the 
Bank rate; and the minimum limit for an advance to a 
commercial bank has been provisionally fixed at Rs 2.5 
million and the limit for a customer’s individual usance 
bill at Rs 100,000. As an inducement to banks to popu- 
larize usance bills, half the cost of stamp duty incurred 
in converting demand bills into time bills will be borne 
by the Reserve Bank. 

Source: The Times of India, Bombay, India, January 19, 

1952. 


India’s River Valley Projects 

Following the increased revenue collections during 
the current fiscal year, the Government of India has 
raised its allocation for the major river valley projects 
(the Damodar Valley Corporation, the Hirakud Project, 
the Bhakra Nangal Project, and the Harike Scheme) to 
Rs 400 million, from the Rs 296 million in the 1951-52 
budget. The Central Government has also granted a 
loan of Rs 140 million to State Governments, to finance 
in part their development projects, bringing the total of 
their expenditure on development schemes to Rs 540 
million. 
Source: The Times of India, Bombay, India, January 1, 

1952. 


Japan’s Shipping Earnings 

According to a report to SCAP by the Japanese Min- 
istry of Transportation, Japanese ocean-going vessels will 
earn $170 million in foreign exchange during the cur- 
rent fiscal year ending March 31. The net profit of 
shipping companies was estimated at $21.3 million. 
Actually, 1951 was the best year since World War II 
for Japanese shipping firms and dock-yards, as the vol- 
ume of their carrying trade increased, freight rates were 
higher because of a shortage of shipping bottoms, and 
regular service lines were opened to South America, New 
York, Bangkok, India, Pakistan, and Korea. The nation’s 
ocean-going fleet increased from 69 ships of 600,000 
gross tons in August 1950 to 210 ships of 1,900,000 
gross tons in December 1951. The tonnage is expected 
to exceed 2 million during the early months of 1952. 
The gross tonnage of Japanese vessels, however, is still 
far below the prewar level. (See also this News Survey, 
Vol. Ill, p. 353.) 

The quality of Japanese international-class vessels has 
improved amazingly during recent years, Soon after the 
lifting of the ban that limited the speed of Japanese 
ships to 15 knots per hour and the tonnage of a single 
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vessel to 5,000 gross tons, Japan started to build ships 
of 8,000 gross tons, capable of 18 knots per hour. 
Upon the coming into force of the Japanese peace 
treaty, these new cargo ships will start sailing the seas 
without restriction. A survey by the Transportation 
Ministry indicates that during the fiscal year 1952-53 
Japan will need 5,880,000 gross tons of shipping a month 
to carry the cargo anticipated, but that the gross tonnage 
of the ships available will be only about 2 million. 
Source: The Journal of Commerce, New York, N. Y., 
January 30, 1952. 


Philippine Import Allocation 

The Central Bank of the Philippines has allocated 

$242 million for imports in the first half of 1952, of 
which $180 million has been earmarked for controlled 
items. Allocations in the second half of 1952 will be 
based on actual needs, instead of on percentages of the 
1949 imports, which is the present method of allocation. 
The Import Control Commission (ICC) has requested the 
various trade groups and organizations to furnish data 
regarding inventories of the major import items. On the 
basis of these data, the ICC will curtail the licensing of 
those import commodities with which the country is 
overstocked, and will allow the importation of items that 
are in short supply. 

Sources: Department of Commerce, World Trade News, 
Richmond, Va., January 23, 1952; Philippine 
American Chamber of Commerce, Weekly Bul- 
letin, New York, N. Y., January 25, 1952. 


United States and Canada 

Outlook for U.S. Import Controls 
The U.S. Senate recently decided to send back to 

committee a bill to repeal certain import restrictions on 
fats and oils and dairy products which were enacted as 
part of the Defense Production Act of 1951. The House 
of Representatives in 1951 had passed a bill to repeal 
the restrictions, but the possibility of concurring action 
by the Senate has been indefinitely postponed by the 
decision to recommit the bill for further discussion. The 
restrictions, implemented in August 1951, were particu- 
larly onerous to cheese-producing countries, since they 
reduced imports of cheese by about 40 per cent. These 
restrictions were discussed at the GATT meeting in 
Geneva in September 1951, and the United States was 
asked to report remedial measures at the next session, 
scheduled for June of this year. 
Source: The Journal of Commerce, New York, N. Y., 

February 1, 1952. 


Restrictions on Bank Credit in Canada 

Following a meeting with representatives of the 
chartered banks, the Governor of the Bank of Canada 
announced on January 24 that the Bank of Canada and 
the chartered banks had agreed that it was desirable to 


continue the policies of restraint in the granting of bank 
credit which have been in effect since February 1951 
(see this News Survey, Vol. III, p. 267). 

Reviewing the changes in bank credit which have 
taken place since February 1951, the Governor pointed 
out that total bank loans and nongovernment investments 
were no higher at the end of December than they had 
been at the end of February, apart from temporary sea- 
sonal advances to finance the purchase of grain and 
Canada Savings Bonds which are normally higher in 
December than in February. 

Source: Department of External Affairs, Canadian 
Weekly Bulletin, Ottawa, Canada, February 1, 
1952. 


Latin America 
Financing of Mexican Petroleum Industry 


The Mexican Commission of National Savings (Patro- 
nato del Ahorro Nacional) has granted a credit of 
173.45 million pesos to Petroleos Mexicanos, the govern- 
ment oil monopoly. The credit is to be used for con- 
structing a lubricant plant in Salamanca, Guanajuato; 
the plant, which is expected to start operations about 
April 1954, will have a daily production capacity of 
2,000 barrels, which is considered sufficient to cover 
domestic needs. Domestic consumption is now supplied 
by imports at an annual cost of 70 million pesos. 

This is the first time that Mexican savings from low 
income brackets have been channelled as a group to this 
type of enterprise; it is estimated that more than 40,000 
people have contributed to the financing. 

Source: Excelsior, Mexico, D.F., January 22, 1952. 
Small Savings in Guatemala 

In a campaign to encourage small savings, the Guate- 
malan Development Corporation instituted a system of 
Christmas savings accounts at the beginning of 1952. 
On January 1, 1,879 accounts were opened; the number 
rose to 4,421 by January 23; and the goal of 6,000 
accounts is expected to be reached by the end of the 
month. 

Source: El Imparcial, Guatemala City, Guatemala, Janu- 
ary 25, 1952. 


Dredging of Maracaibo Bar in Venezuela 

Since navigation between Lake Maracaibo, center of 
an important oil-producing region in Venezuela, and the 
Caribbean Sea is hampered by the Maracaibo bar which 
limits shipping to shallow-draft vessels, the Venezuelan 
Government will soon start dredging operations designed 
to provide a 35-foot channel and permit the passage of 
large vessels. The estimated cost of the project is 
150 million bolivares (US$45 million). A government 
agency is to be created to handle the work and to issue 
bonds that will be redeemed from the proceeds of ship 
tolls. The oil companies working in the Maracaibo basin 
have agreed to take 80 million bolivares’ worth of bonds. 
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The oil companies have been dredging the bar since 
1938, since the bulk of the oil produced in the area is 
moved by shallow-draft tankers rather than through the 
pipelines which connect with terminals on the open sea- 
coast. Completion of the new project, however, will open 
the lake to ocean-going vessels and will permit the 
exportation of oil and other products without trans- 
shipment or the need for costly pipelines. Coffee exports, 
for example, will be able to move by water from the 
southern end of the lake, instead of being shipped over- 
land to the northern end of the lake, ferried across the 
channel to the city of Maracaibo, and transshipped there. 
Source: Embassy of Venezuela, Venezuela Up-to-Date, 
Washington, D. C., January 1952. 


Brazil’s Development Loans 

Under Law 1518 of December 24, 1951 the executive 
branch of the Brazilian Government was empowered to 
give the Treasury a guarantee on foreign loans not 
exceeding a total of US$750 million, or its equivalent in 
other currencies, to be used to finance the country’s 
economic development program (the Lafer Plan). The 
guarantee covers foreign loans up to a total of US$500 
million, which is the counterpart of the special domestic 
currency fund accumulating under Law 1474 of Novem- 
ber 26, 1951 and provided by an increase in taxation 
(see this News Survey, Vol. IV, p. 203). The develop- 
ment program aims at re-equipping ports, improving the 
transport system, increasing the capacity of warehouses 
and of cold storage and slaughter houses, increasing elec- 
tric power, and developing basic industries and agri- 
culture. 

The Treasury’s guarantee may also be given, up to a 
maximum of US$250 million, to credits from abroad 
granted to the States and Municipalities, as well as to 
enterprises in which the government share predominates 
and which operate public services. 

Executive Decree No. 30,334, signed in Brazil on 
December 21, provides (1) for 1,925 million cruzeiros to 
be used under the National Rehabilitation Plan during 
1952-55 to improve maritime and river ports, and (2) for 
800 million cruzeiros for the purchase of ships. It also 
provides for studies by the Joint Brazil-United States 
Commission on the possibilities of foreign financing of 
the imports required under the program. 

The expenditures for services and dredging, re-equip- 
ment and expansion of ports, completion of port con- 
struction now under way, and new port construction, 
will benefit 35 Brazilian ports and will be spread over 
the period as follows: 1952, 450 million cruzeiros; 1953, 
600 million; 1954, 600 million; 1955, 275 million. This 
project would appear to be part of the over-all economic 
plan to be carried out only if foreign financing is secured 
before July 1952. 

Sources: Diario Oficial, Rio de Janeiro, Brazil, Novem- 


ber 26 and December 26, 1951; Department 






of Commerce, Foreign Commerce Weekly, 
Washington, D. C., February 4, 1952. 
Ecuador’s Foreign Exchange Transactions 

Foreign exchange purchases by the Central Bank of 
Ecuador in 1951 amounted to $53.1 million, and sales 
were $60.7 million. Purchases equivalent to $9.4 million 
and sales equivalent to $6.9 million were made under 
provisions of bilateral trade and payments agreements 
with Colombia, Chile, France, and Western Germany. 
These figures accounted for 18 per cent of total purchases 
and 12 per cent of total sales of exchange. 

Transactions in U. S. currency resulted in a deficit of 
$10.1 million, whereas the bilateral payments accounts 
left a surplus of $2.5 million. The net exchange deficit of 
$7.6 million was financed out of the Central Bank’s 
international reserves. 

Source: Banco Central del Ecuador, /nformacién Esta- 
distica, No. 248, Quito, Ecuador, January 26, 
1952. 

Chilean 1952 Budget 


Chile’s budget for 1952, approved by the Congress 
on December 27, 1951, estimates receipts and expendi- 
tures of 29.4 billion pesos; this is 1.3 billion more than 
the budget estimates submitted originally to Congress 
on September 14, and 12 billion more than actual ex- 
penditures in 1951. Salary increases to the Civil Service 
personnel account largely (27.1 per cent) for the higher 
1952 budget. Substantial increases are also granted to 
governmental autonomous agencies in the developmental 
field (2.3 billion pesos or 54.3 per cent more than in 
1951). As in the past, however, the largest expenditures 
are for the Ministry of Finance (20 per cent), Education 
(16 per cent), and Defense (16 per cent). 

Since the approved budget still is short, by around 
5 billion pesos, of the amount necessary to readjust Civil 
Service salaries and to meet other expenditures, the 
Executive submitted to Congress on December 26 a draft 
law calling for new taxes: luxury imports would be 
subject to an additional customs surcharge of 20 per cent 
ad valorem; a 20 per cent excise tax would be im- 
posed on both foreign and domestically produced lux- 
uries (jewelry, furs, art objects, perfumes, rugs, etc.) ; 
dwellings built after the date on which the law would 
become effective and having a value of 3 million pesos 
or more (roughly US$30,000) would be subject to a 
5 per cent ad valorem tax; a new sales tax of 3.5 per 
cent would be levied upon consumption in night clubs, 
restaurants, etc. The wage bill before Congress is the 
third salary adjustment for government employees in 
eighteen months (4.5 billion pesos were authorized in 
July 1950 and 796 million pesos in September 1951). 

The Development Corporation (Fomento) budget for 
1952 was also approved before the end of 1951; this 
totaled 2.8 billion pesos, with 800 million pesos for 
hydroelectric power expansion, 500 million for petroleum 
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production, 160 million for agriculture, and 134 million 
for industrial development. The financing of Fomento is 
largely dependent on the enactment of the above- 
mentioned tax legislation, since the approved budget 
included an appropriation of only 800 million pesos for 
Fomento, whose revenues are estimated at only 794 mil- 
lion pesos. 

Government finances have deteriorated since 1950, 
when the budget closed with a deficit of 1,889 million 
pesos, even after allowance was made for a surplus of 
979 million accumulated up to 1949. The 1951 deficit 
was decreased to 228.2 million pesos, but unless Congress 
enacts new tax legislation the deficit might increase 
considerably in 1952. 

Source: El Mercurio, Santiago, Chile, December 27, 1951. 


Uruguay's Exchange Balance in 1951 

Official 1951 statistics show that the Banco de la Re- 
publica Oriental del Uruguay bought the equivalent of 
US$187.4 million of exchange on account of exports, 
compared with $315.7 million in 1950, and sold ex- 
change of $268.2 million on account of imports, against 
$212 million in the earlier year. Therefore, in 1951 there 
was a net exchange deficit on trade account of $80.8 
million, in contrast to a surplus of $103.7 million in 
1950. 

The 40 per cent decrease in exchange earnings in 1951 
was due largely to the low level of wool exports, which 
yielded only $50.6 million, against $207.1 million in 
1950. The sharp fall of international wool prices and 
the weakening of demand in the U.S. market practically 
paralyzed the exportation of the 1951-52 wool clip. All 
other staple exports showed moderate increases. 

The most significant exchange development of 1951 
was a deficit of $96.5 million in dollar payments, whereas 
there was a surplus, equivalent to $5.5 million, in incon- 
vertible currencies. 


Source: El Pais, Montevideo, Uruguay, January 30, 1952 


Other Countries 

Australian Basic Wage 

The Australian basic wage has been increased by 10s. 
a week to an average of £A10 7s. beginning in the first 
pay period in February. 
Source: The Times, London, England, January 23, 1952. 
South Africa and Sterling 

The South African Minister of Finance, in his first 
statement since returning from the London conference of 
Commonwealth Finance Ministers, stated that the Cabinet 
had decided that it was in the interest of South Africa 
to make some sacrifice to help the sterling area through 
its difficulties. The cure for those difficulties would in- 
volve slowing down development and would act as a 
brake on aspirations for a higher standard of living. 
South Africa, in seeking means to help, must maintain its 
obligations under such agreements as the General Agree- 
ment on Tariffs and Trade, and could not burden its 


economy by requiring traders to buy all their supplies in 
the sterling area when cheaper sources were available 
elsewhere. He felt, however, that South Africa could 
safely draw on its gold reserves, and this was being 
investigated in consultation with the Reserve Bank. South 
Africa could also help by continuing its policy of seeking 
capital for development from countries outside the sterling 
area, and he hoped that nearly half of the Union’s capital 
needs could be met from these sources in 1952; while 
London had been the traditional source, the supplying of 
such funds caused, in a sense, a drain on the United 
Kingdom. Before 1948 some of these funds had been 
converted into dollars, and thus caused a dollar drain 
on the United Kingdom. 

Source: The Times, London, England, January 25, 1952. 


Gold Mining in Orange Free State 

The Kennecott Copper Corporation is to provide up 
to a further £3 million for the Virginia Orange Free 
State Gold Mining Company. Early in 1950 Kennecott 
took a major part in financing this company, by sub- 
scribing for 2.2 million 5s. shares and taking up over 
£1.6 million of debenture stock. The corporation will 
now subscribe for £2 million of unsecured registered loan 
stock and, subject to certain conditions, will subscribe 
for a further £1 million in about a year’s time, with the 
right to convert 35 per cent of the stock into shares at 
17s. 6d. a share. Interest will be at 3 per cent and will 
not start until milling begins. The money is required 
primarily to advance the date of production and to 
double the initial milling rate originally planned, which 
was 25,000 tons a month. 
Source: The Times, London, England, January 18, 1952. 


Tanganyika Sisal Production 

Sisal production in Tanganyika in 1951 is estimated 
to have exceeded 150,000 tons, an increase of nearly 20 
per cent over 1950. The value of sisal exports during 
the year were estimated at £23.6 million, or 60 per cent 
of Tanganyika’s total exports. Tanganyika contributed 
27 per cent to the world’s hard fiber supplies. 
Source: The Times, London, England, January 24, 1952. 
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